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(3)    How are these energy coat savings  respent  In  the economy  (I.e.,
as  consumer expenditures,   investment or reduction in Government
debt);   or alternatively, how are these increased energy costs
financed   (i.e.,  from reductions  in consumer expenditures,   investment
or  increased Government debt)?

(4)    What  are  the employment and earnings effects  associated with a
dollar increase/decrease in consumer expenditures,   Investment and
Government debt?

It should be noted that the Importance of these considerations will
differ significantly across regions.     For example,   if  the subsidies  to conven-
tional energy are primarily Federally funded,  then individual communities will
not need to factor these subsidies  into their energy costs.    This  Is because the
cost of  Federal subsidies  is  spread over the entire Nation.    Any one community
is  only negligibly affected.    On the other hand,  the magnitude of  these subsidies
will make a difference to  the Nation as a whole,  or  to large subnational regions.
Similarly,  any consideration of cost-savings and how they are spent may be
Irrelevant  to a small region  (where most goods  and services are imported).     For
larger,  well-diversified economies,  however,   these considerations will be
important.

Unfortunately,   there are large gaps  in Information about the  real resource
costs of  energy,   the behavior of  energy consumers facing changes in energy
costs,  and the effect  of  different  types of  expenditures on employment and
earnings  In the economy.     A discussion of  some of   the relevant sources  for these
types  of  information is presented below.

A.    Rea.1,,j:jegourc. e coB_t_s__...g_f___g_ner%y_.     There is very little information
on   the real  resource cost of  conventional energy sources,  mainly because
that cost is  "hidden" by existing pricing policies and a variety of direct  and
indirect  subsidies.     A recent analysis by the Battelle Pacific Northwest
Laboratory*  Indicates   that  the Federal Government has provided on the order of
$200 billion in support  of conventional energy over the 1918-1977  period  (see
table 6).     While issue may be taken with the exact  figure,   it  is clear that
conventional energy sources have been substantially subsidized.

Price  regulations,  however,  provide a much larger price advantage to
conventional fuels.     Electricity,   gas and oil were sold last year substan-
tially below their replacement  costs, due in part to Federal price controls on
oil and gas,   and In part  to state-regulated,  average-cost utility rate
structures.     A preliminary analysis by the Department of Energy compares  the
average user prices  of  oil,  gas and electricity with their replacement costs  in

j.

An Analysis of Federal Incentives Used to Stimulate Energy Production,
Battelle Pacific Northwest Laboratories,  March  1978..t e r i s t ies:  Mas sachuse11s, PC(1)-D23, table 180, "Occupation of Employed
